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These considerations, as well as others that might be adduced,
shew that the proper source to have this power is the Bank of
England and not the Government

21. Some persons, however, might suppose that such an issue
of notes might turn the Foreign Exchanges against the country.
It was formerly supposed, and the idea pervaded Sir Robert Peel's
speech, that the Foreign Exchanges are mainly influenced by the
numerical amount of Notes issued* But in modern times it has
been proved that the Rate of Discount is an infinitely more power-
ful method of acting on the Exchanges than the amount of Notes.
And this may be said to be a new discovery since Sir Robert Peel's
speech ; for there is not a trace of the principle to be found in it.
In former times, certainly, when there were multitudes of Banks
issuing torrents of Notes, these Notes lowered the Rate of Dis-
count, and drove bullion out of the country. But under the
modern system, when these issues have been happily suppressed,
Jill danger on this score has vanished: and under present circum-
stances no issues are excessive which do not lower the Bate of
Discount

The doctrine laid down in the Bullion Report, and by all the
most eminent authorities of that period, was, that the true
criterion of the proper quantity of Paper Currency was not in its
numerical amount, but the state of the Foreign Exchanges and
the Market Price of Gold Bullion. This doctrine was true so far
as it went: but unfortunately they never investigated the correct
method of keeping the Paper Currency in its proper state. The
principal method thought of until after Sir Robert Peel's time,
was simply diminishing its numerical amount. It is true that
raising the Rate of Discount was reckoned among the subsidiary
methods of curbing it, but so little was its true importance under-
stood, that it was not even mentioned by Sir Robert Peel. Since
his time, however, it has been demonstrated by argument, and
proved by conclusive experience, that it is the true supreme
power of controlling the exchanges and the Paper
Currency, arid that all other methods are insignificant com-
pared to it. And since the Directors now thoroughly understand
and act upon this principle, they may be entrusted with unlimited
Bowers of issue